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IN THE CIRCUIT COURT OF ST. CLAIR COUNTY
STATE OF ILLINOIS

DAVID KURZ and RAYMOND HEINZL, on

behalf of themselves and all others similarly ,7 | 1] LLL( :
situated, Case No. {)
Plaintiffs,
V.

FIDELITY MANAGEMENT & RESEARCH

COMPANY; and FMR CO., INC., FILED
ST. CLAIR COUNTY
Defendants.
SEP 7 2007
o
: Iss
COMPLAINT

Plaintiffs David Kurz and Raymond Heinzl, on behalf of themselves and all others
similarly situated, bring this action against Fidelity Management & Research Company
(“Fidelity™), and FMR Co., Inc. (“FMR”), (collectively ‘“Defendants”) for breach of contract.

I. JURISDICTION AND VENUE

1. This 1s a class action for breach of contract.

2. Venue is proper in St. Clair County because that is where the transaction or some part
thereof occurred that gives rise to this cause of action and Defendants conduct business in St. Clair
County.

3. This is a claim for breach of contract that does not allege fraud, misrepresentation,
or omission of any material facts or tﬁe use of a manipulative or deceptive device or contrivance in
connection with the- purchas_e or sale of a “covered security” under the Securities Litigation Uniform

Standards Act of 1998, 15 U.S.C. §§ 77p(b)-(f) and 78bb(f).




II. THE PARTIES

4, Plaintiffs David Kurz and Raymond ﬁeiml are former clients of Fidelity, aregistered
investment adviser, in investment portfolios created, managed, and advised by Fidelity and FMR. _
Plaintiff David Kurz is an individual and at all ﬁmes'pertinent, was a citizen of the state of Illinois
and a resident of Trenton, Ilinois. Plaintiff Raymond Heinzl is an individual and at all times
pertinent, was a citizen of the state of llinois and resident of Belleville, llinois.

5. Fidelity and FMR are registered investment advisers (or affihated persons of
investment advisers). At all times relevant to this Complaint, Fidelity and FMR were authorized
to do business, and were doing business in the state of [llinois and in St. Clair County.

6. Defendants create, manage, and advise a number of investment portfolios, including
the portfoliés invested in by Plaintiffs. These investment portfolios are “securities” as defined under
séctiora 2(a)(1) of the Securities Act of 1933 (15 U.S.C. 77b(a)(1)) and the reguiations issued
thereunder. The claim raised in this Complaint “relates to” the investment portfolios for purposes
of Section 9(c) of the Class Action Fairness Act 0£2005 (“CAFA”), 28 U.S.C. § 1332(d)(9)(c) which
“carves out” this claim from federal jurisdiction under CAFA. Therefore, jurisdiction is vested
solely n the state courts.

7. All conditions precedent to the filing of this action have been performed, excused,
or waived.

III. THE OBLIGATION OF BEST EXECUTION

8. In managing portfolios, investment advisers, like Fidelity and FMR, have a duty to

decide whether, in what amounts, and most pertinent, through which securities’ brokers, to purchase




or sell securities. Commissions and other execution costs paid by clients for the execution of these
securities transactions can easily run into the tens of millions of dollars or more per year.

9. Concern over the execution costs of securities transactions (including the cost of
market impact when using less than best execution) 15 not a tnvial matter. Differences of even a few
cents per share can quickly build to sigmficant amounts when considering thatradvisers often trade
m blocks of tens or hundreds of thousands of shares per transaction and may enter i-nto a
significant number of transactions each year.

10.  As discussed below, given concerns regarding the cost of securities trading,
transaction confirmations with executing brokers contain a “best execution” obligation. This
obligation, forming a Binding contract enforceable by Plaintiffs and the Plaintiff class, required
Fidelity and FMR to choose execution brokers on the basis of the most favorable practicable
execution césts, taking into consideration the size of each transaction, the number of transactions per
year, the market impact of the transaction, brokerage commissions, services provided by the broker,
and other considerations. In this case, Fidelity and FMR had an obligation to fairly decide whether,
in what amounts, and with what execution broker to enter into transactions in securities on behalf
of their investors, like Plaintiffs, but had an absolute duty to obtain “best execution.”

11. Unfortunately, as described further below, Fidelity and FMR breached their “best
execution” obligations.

IV. THE AGREEMENTS
12. Fidelity and FMR"s securities transactions on behalf of their investors (like Plaintiffs

and the Plaintiff class), are confirmed by the executing brokers with standard forms of confirmation




agreements (the “Agreements”) that incorporate the rules of the self-regulatory agencies charged with
regulating Fidelity, FMR, and the executing brokers.

13; Among the rules of the self-regulatory agencies charged with regulating Fidelity,
FMR, and the executing brokers that are incorporated by reference in, and are material provision of,
the Agreements, is a requirement that Fidelity, FMR, and their executing brokers achieve “best
execution” in entering into transactions on behalf of investors like Plaintiffs and the Plaintiff class.
A copy of the relevant NASD Rule and NYSE Information Memo are attached as Exhibits A and
B, respectively.

14.  The Agreements constitute binding contracts between Fidch’ty and FMR on the one
hand, and the executing broker on the other hand. The Agreements are standardized by industry
practice and the-rules of the self-regulatory agencies and are in all material respects substantially
identical regardless of the transaction entered, the securities involved, the identity of the executing

broker, or the mvestment portfolios on whose behaif Fidelity and FMR are acting.

15. In entenng into the Agreements, Fidelity, FMR, and the executing brokers each had
the intention that the Agreements protect and benefit Fidelity’s and FMR’s investors like Plaintiffs
and the Plaintiff class. In deciding t'o invest in portfolios managed by Fidelity and FMR, investors
like Plaintiffs and the Plaintiff class rely upon contractual and industry duties designed to protect
their interests including the obligation of “best execution.” |

16. Accordingly, the investors like Plaintiffs and the Plaintiff class, are intended third-
party beneficiaries to the Agreements and are entitled to sue for breaches of the provisions of the

Agreements.




V. THE JEFFRIES SCANDAL: STRIPPERS, BRIBES AND DWARF TOSSING

17.  There are any number of securities brokers from which Fidelity and FMR could
choose to execute transactions so long as they achieved “best execution.”

18.  Unfortunately, Fidelity and FMR were not guided by their “best execution”
obligations. Rather, they became embroiled in a tawdry bribery schemé in which transactions
were steered to brokers not on thé basis of best execution but, instead, on the amount and number
of ;Jnlawful “goodies” that the brokerage firms lavished on Fidelity and FMR securities’ traders.

| 19.  Between May 2002 and Qctober 2004, Fidelity and FMR retained Jeffries & Co.
(“Jeffries™) as an executing broker in transactions made by Fidelity and FMR on behalf of investors
like Plaintiffs and the Plaintiff class. These transactions were confirmed by Jeffries in Agreements
as those described above. Fidelity and FMR and Jeffries each had the intention that the Agreements
I;rotect and benefit Fidelity and FMR’s investors like Plaintiffs and the Plamtiff class. Pursuant to
the Agreements, Fidelity, FMR and Jeffries had a contractual “best execution” obligation regarding
transactions entered into by Fidelity and FMR on behalf of investors like Plaintiffs and the Plaintiff
class, for which Fidelity and FMR used Jeffries as the execution broker.

20. However, between 2002 and 2004, Jeffries lavished a number of “gifts” on Fidelity

and FMR traders, including:
. $47,000 to fly one trader and his wife to St. Thomas, U.S. Virgin Islands;
. $70,000 to fly another trader to Los Angeles for his honeymoon;
. $75,000, including limousine service, to fly two traders to a Miami bachelor

party that included dwarf-tossing and ogling strippers;

. $225,000 for a four-day, three-person golf excursion to Las Vegas and Cabo
San Lucas, including private plane flights and luxury hotel accommodations;




. $125,000 for a Super Bowl weekend for two;

. at least $334,000 for various private plane flights, mostly for weekend trips
and vacations by traders; and :

. $90,000 for tickets to the Wimbledon tennis tournament for one trader over
three years.

21. Tt is Iittle wonder that Jeffries® revenue from Ficlélity and FMR for transactions
executed on behalf of investors like Plaintiffs and the Plaintiff class, ballooned from $1.7 ﬁﬁllion
during the first six months of 2002 up to $24.5 million in business by September 2004.

22.  Defendants knew that the practice of accepting such “gifts” in exchange for
transaction execution business was improper and unlawful and contrary to their “best execution”
obligations. Nonetheless, Fidelity and FMR directed secunties transaction business to Jeffries based
on payments and gifts to Fidelity and FMR traders, in beach and total disregard of their “best
execution” obligations. At all times relevant, however, Plaintiffs and the Plaintiff class were
unaware of Defendants’ wrongful conduct.

23, Defendants’ wrongful conduct resulted in higher execution costs than would have
been realized but for the breaches of their “best execution” obligations. In turn, these higher costs
were ultimately borne by Fidelity and FMR investors, like Plaintiffs and the Plaintiff class, causing
them damage.

24, Acknowledging this breach of duty, on December 21, 2006, E.C. Johnson 3d, the
Chairman of the Fidelity Board of Trustees, issued an open letter to the Fidelity shareholders,
explaining that Fidelity had aéreed to pay the Fidelity mutual funds (to the benefit of the funds’

current shareholders) $42 million plus interest to redress its “misconduct.” A copy of the December




21,2006 letter is attached as Exhibit C. The letter made no mention of compensation to the Fidelity
mutual funds® former shareholders, who were injured as a result of Fidelity’s breach of duty, and no
redress wa.s, or has been, provided to the former shareholders like Plaintiffs and the Plaintiff class.r

25. As intended third-party beneficiaries of the Agreements, Plaintiffs and the Plamntiff
class may sue for breaches of the Agreements including breaches of the obligation of best execution.

V]I. CLASS ACTION ALLEGATIONS

26.  Plaintiffsrestate the allegations of paragraphs 1-25, above as though herein set forth
in full.

27.  Plaintiffs bring this case as 2 class action pursuant to 735 ILCS 5;’2-801.

28.  Plaintiffs request that the Court certify a class of all persons who were clients of
Fidelity or FMR as investment advisers, or investors in portfolios managed by Fidelity or FMR, at
any time between May 1, 2002 and October 31, 2004, but that subsequently liquidated their
investments and/or terminated their management agreements with Defendants priorto December 21,
- 2006 and whose investment portfolios entered into at least one transaction in which Fidelity and
FMR used Jeffries as the execution broker. The class excludes Defendants, their directors, officers,
employees, and affihates.

29.  The class is so numerous that joinder of all members i1s impracticable. More
speciﬁpaiiy, given the enormous size of Fidelity and FMR, Plaintiffs are informed and bclicve_, and
on that basis allege, that the class includes thousands of members.

30.  There are questions of fact or law common to the class, including:

. Whether the Agreements imposed a “best execution™ obligation;

. Whether Fidelity and FMR breached the Agreements; and




31.  The questions of law and fact common to the members of the class predominate over
any questions affecting only individual members. Any differences in the amount of damages due

individual class members is subject to simple mathematical computation and will not predominate

Whether the class has been damaged by Defendants’ conduct.

over the common issues of law and fact.

32.  Plaintiffs will fairly and adequately protect the interests of the class and have retained

counsel competent and experienced in class action hitigafion.

33. A class action is an appropriate method for the fair and efficient adjudication of this

controversy. The following considerations support the use of the class action device:

(@)

(®)
(©)

(d)

34.  Plaintiffs hereby restate the allegations of paragraphs 1-25 above, as though herein

set forth in full.

35.  Fidelity and FMR entered into the Agreements with Jeffries that timposed on them

a contractual obligation to achieve “best execution” on transactions for investors like Plaintiffs and

the Plaintiff class.

The class includes members that may have relatively small amounts
of damages which would not justify their prosecution of separate
actions;

There does not appear to be any litigation concerning this controversy
already commenced by members of the class;

Concentrating this litigation in this forum is desirable because a
substantial part of the events or omissions giving rise to Plaintiffs’
claims occurred in this County; and

No difficulties will be encountered in managing these claims as a
class action, The members of the class are readily definable and
identifiable, and the prosecution of this class action will reduce the
possibility of repetitious litigation.

COUNTI
BREACH OF CONTRACT




36.  Plaintiffs and the Plaintiff class are intended third-party beneficiaries to the
Agreements and are entitled to sue for breaches of the Agreements.

37.  Fidelty anc_l FMR breached their “best execution” obligations under the Agreements.

38.  Asaresult of the breach, Plantiffs and the Plaintiff class were damaged by excess
execution costs.

WHEREFORE, Plaintiffs request judgment against Defendants as follows:

A. Certifying this action as a class action and appointing Plaintiffs as class
representatives and their counsel as class counsel;

B. Awarding Plaintiffs and the Plaintiff class their damages caused by Defendants’
conduct including pre-and post-judgment interest;

C. Awarding Plaintiffs and the Plaintiff class the costs and expenses of pursing this
action;

D. Awarding attorney’s fees to class counsel; and

E. Granting Plamtiffs and the Plaintiff class such other relief as the Court deems just
and proper.

. Dated: September 27, 2007

Respect %thed,

L C_\
SteveriA. Katz, #0620/45/43
Korein Tillery LLC
505 Nerth Seventh Street, Suite 3600
St. Louis, MO 63101
(314) 241-4844 - Telephone
(314) 241-3525 - Facsimile




.

Location: NASD > Manvat > Rules of ths Association > Conduct Rufes (2000-3000) > 2000, Business Conduct > 2300, Transagtions with Customers

> 2320 Best Execution ang {nlerposilioning

2320. Best Execution and Interpositioning

L3

Amendments to this rule have been approved, but the effective date has not yet been announced. To view this version of
the rule click the "Approved Rule Changes, Effective Date'Pending” tab to the right.

{a) In any fransaction for or wilh a customer or a customer of another broker-dealer, a member and persons associated with a
member shall use reasonable diligence 1o ascerain the bes! markel for the subject security and buy or seli in such market so that the
resullant price o the customer is as favorable as possible under prevailing market conditions. Among the factors that will be
considered in determining whether a member has used "reasonable diligence” are:

(1) the characler of the markel lor the securily, e.g., price, volatility, relative liquidity, and pressure on available
communications;

{2) the size and type of iransaction;
-(3) the number of markets checked;

(4) accessabilily of the quotation; and
(5} the terms and conditions of the order which result in the transaction, as commumcaled tc the member and persons
associated with the member.

{b) In any transaction for or with a customer, no member or person associaled with a member shall interject a third party
between the member and the best available market except in cases where the member can demonstrale thal to his knowledge al the
time of the transaction the fotal cost or proceeds of the transaction, as confirmed 1o the member acling for or with the customer, was
beiier than the prevailing inter-dealer market for the securily. A member's obligations o his customer are generaliy not fulfilled when
he chanhels transactions through another broker/dealer or some person in a similar posilion, unless he can show that by so doing he
reduced the cosls of the lransactions o the customer. . .

{c) When a member cannol execule directly with a marke! maker but must employ a broker's broker or some other means in
order 1o insure an execulion advantageous to the customer, the burden of showing ihe acceptable circumstances for doing so is On
the retail firm. Examples of acceptable circumstances are where a customer's order is "crossed” with another retail firm which has a
corresponding order on the other side, or where the idenlily of the retail firm, if known, would likely cause undue price movements
adversely affecling the cosf or proceeds to the custorner.

{d) Failure to maintain of adequately staff an over-the-counter order room of other department assigned to execute cusiomers’
orders cannol be considered juslification for executing away from the bes| available markel; nor can channeling orders through a
third parly as described above as reciprocalion for sefvice or business operate to relieve a member of his obligations. However, the
channeling of custemers' arders through a broker's broker or third party pursuanl 1o established correspondent relationships under
which executions are confirmed directly lo the member acting as agen! for the customer, such as where the third parly gives up the
name of the retail firm, are nol prohibited if the cost of such service is not borne by the customes,

{e) A member through whom a retail order is channeled, as described above, and who knowingly is a party to an arrangement
whereby the initiating member has not fulfilied his obligations under this Rule, will also be deemed to have violated this Rule.

{0 The obligations described in paragraphs (a) through (e} above exist not only where the member acts as agent for the
account of his customer but also where retail transactions are execuled as principal and contemporanepusly offset, Such obligations
do not relale to the reasonableness of commission rates, markups or markdowns which are governed by Rule 2440 and IM-2440.

{9}{1) Unless two or more priced quotations for a non-exchange-lisied security (as defined in the Rule 6600 Series) are
displayed in an inter-dealer quotalion system thal permils quolation updales on a seal-time basis, in any traasaclion for or with
a customer periaining 1o the execution of an order in a non-exchange-lisled securily, a member or person associaled with a
member shall contacl and oblain quolations from three dealers (or all dealers if three or less) to delermine the best inler-dealer
markel for the subject security.

(2) Members that display priced quotations on a real-time basis for a non-exchange-listed security in twg ofr more
quotation mediums thal permit quotalion updates on a real-time basis must display the same-priced quotations for ihe security
in each medium,

(3} For purposes of this paragraph, the 1errﬁ "inter-dealer quotalion system” means any system of general circulation 1o
brokers or dealers that regularly disseminates quoltations of identified brokers or dealers,

(4) For purposes of this paragraph, the term "quotation medium® means any inter-dealer quotation system Of any
publication or elecironic communications network or olher device that is used by brokers or dealers {o make known to others

EXHIBIT

b Y




their interest in lransactions in any security, including offers to buy or sell al a staled price or otherwise, or invitations of
ofiers 10 buy or sell,

(5} Pursuant 10 the Rule 9600 Series, the siafl, for good cause shown, afler taking into consideration all retevant factors,
may exempi any iransaction or classes of fransactions, either unconditionally or on specified terms, from any or all of the
provisions of this paragraph if il delermines thal such exemption is consistenl with the purpose of (his Rule, the protection of

inveslors, and the public interesl.

Amended by SR-NASD-2004-026 efl. Nov. 8, 2006.
Amended by SR-NASD-2005-087 eff. Aug. 1, 2006.
Amended by SR-NASD-2000-20 eH. Nov. 24, 2000,
Amended by SR-NASD-98-57 efi. March 26, 1999,
Amended by SR-NASD-97-42 efl. Oct. 22, 1997,
Amended by SR-NASD-87-55 eff. May 2, 1988.
Interpretalion agopied efl. May 1, 1968,

Selected Notices lo Membaers: 97-88, 99:16, 00-78, 06-58.

IM-2320. Interpretive Guidance with Respect to Best Execution Requirements

Rule 2320(a) requires, among other things, thal 8 member or person associaled with a member comply with Rule 2320(a)
when customer arders are routed to il from another broker/dealer for execution. This Interpretive Material addresses certain
inlerpretive queslions concerning the applicability of the best execution rule.

The term "market” has been in the text of Rule 2320 since ifs adoption, but it is an undefined term. For the purposes of Rule
2320, the term "market” or “markets” is to be construed broadly and it encompasses a variely of differeni venues, including, but nol
limiled to, market centers that are trading a paricular security. This expansive interpretalion is meanl to both inform broker/dealers
as 10 the breadih of the scope of venues that must be considered In the furtherance of their best execution obligations and lo
promote fair competition among broker/dealers, exchange markels, and markets other than exchange markets, as well as any other

venue thal may emerge, by nol mandating that certain irading venues have less relevance lhan olhers in the course of delermining
a firm's best execulion obligalions.

Rule. 2329(3)(4) provides that one of the factors used o determine if a member has used reasonable diligence in ExEI’Clsmg
best execution is the "localion and accessibility to the customer's broker/dealer of primary markets and guotalions sources.” In the
context of the debt market, this means that, when quotations are available, NASD will consider the * accessnbnluy of such quotations™
when examining whether a member has used reasonable diligence. For purposes of debt securities, the term “quotation” refers ta
either dollar (or other currency) pricing or yield pricing. NASD notes, however, thal accessibility is oniy one of the non-exhaustive
reasonable diligence faclors set oul in Rule 2320 in the absence of accessibility, members are not relieved from taking reasonable
steps and employing their market experlise in achieving the best execution of customer arders.

Lastly, NASD is clarifying that a member’s duly lo provide best execulion in any transaclion “for or with a customer of anolher
broker/dealer” does not apply in instances when another broker/dealer is simply executing a customer order againsi the member's
quole. Stated in ancther manner, the duty to provide bes! execution to cusiomer orders received from other broker/dealers arises
only when an order is rouled from the broker/dealers to the member for the purpose of order handling and execulion. This
clarification is intended to draw a distinction between those siluations in which the member is acting solely as the buyer or seller in
connection with orders presenied by a broker/dealer against the member's quote, as opposed to those circumstances in which the
member is accepling order flow from another broker/dealer for the purpose of facilitating the handling and execution of such orders.

Adopled by SR-NASD-2004-026 eff. Nov. 8, 2006.

Selected Notlce to Member; 06-58,

Helpdesk: {301} 580-6500
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New York Stock Exchange, Inc.

Information Memo B S

Member Firm Regulation

P NysE

Number £7-8
February 5, 1997

ATTENTION: CHIEF EXECUTIVE OFFICER, MANAGING PARTNER, CHIEF
OPERATIONS OFFICER, OPERATIONS PARTNER AND LEGAL
AND COMPLIANCE DEPARTMENTS

T0: ALL MEMBERS AND MEMBER ORGANIZATIONS

SUBJECT: "BEST EXECUTION" OBLIGATIONS

The Securities and Exchange Commission in recent releases and as part of the Market 2000 study, has
emphasized that it is the fiduciary responsibility of broker-dealers to seek the most favorable terms
reasonably available under the circumstances in order to achieve the best execution for a customer’s
transaction.

The Commission has stated that this best execution obligation requires broker-dealers routing
customer orders for execution to "periodically assess the-quality of competing markets to assure that
order flow is directed to markets providing the most beneficial terms for their customers' orders,”
Broker-dealers deciding where to route or execute custemer orders in listed or OTC securities must
carefully evaluate the extent to which this order flow would be afforded better terms if executed in a
market or with a market maker offering price improvement opportunities.

In conducting an evaluation of internal order handling procedures, broker-dealers must regularly and
rigorously examine execution quality (likely to be obtained) from the different markets or market
makers trading 2 security. These evaluations should address the following items, as appropriate:

Price improvement opportunities across markets

Procedures for handling limit orders and likelihood of execution

Accessability of competing systems and costs

Confidentiality of trades

Speed of execution

Ability to hangle orders of certain sizes
The SEC has requested that SROs include in their 1997 examination program a review of member
organizations compliance with these requirements.

Information on the requirements of broker-dealers to perform reviews of its order routing decisions for
“best execution” can be found in the SEC Market 2000 Study, SEC Release # 34-37619A ("Order
Execution Obligations” September 212, 1996) and SEC Release #34-37046 ("CSE Approval Order™
March 29, 1596).

Salvatore Pallante
Executive Vice President
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News Release Archive E.C. Johnson 3d Letter to Shareholders/Customers/Employees
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December 21, 2006

An Open Letter from Edward C. Johnson 3d, Chaurman of the Board of Trustees of the
Fidelity Mutoual Funds

Dear Shareholders, Customers, Clients and Employees:

More than two years agoe, the NASD brought to our attention information that a number of our

- equity traders and supervisors had accepted lavish travel, entertainment, gifts and gratuities
(TEGG) from broker-dealers who execute trades.for the Fidehty mutual funds. We investigated
{hese violations of our policies and as a result, we took action against these individuals. Some
were fined, some have lefl the company, none who were involved in serious misconduct are
associated any longer with equity trading at Fidelity. In addition, we enhanced appropriate
policies, conducted extensive training and education, and added new management oversight of
the equity trading operation.

tnvestigations also have been conducted by the Securities and Exchange Commission and
NASD, as well as by the Independent Trustees of the Fidelity Funds. We have cooperated fully
with all of these investigations.

Although this matter has not yet been resolved with the SEC and the NASD, the Independent
Trustees' inquiry has been completied and we have reached agreement on a settlement of this
matter that is discussed in a report issued by the independent Trustees.

The report - which can be found on this Web sile - slates;

"The Independent Trustees believe tha!, in spite of the absence of proof that the (Fidelity) Funds
experienced diminished execution qualily as a result of traders’ improper receipt of TEGG, the
conduct al issue was serious (and) is worthy of redress..." The report also states: *

inadequale supservision and other shortcomings exposed the Funds to the potential risks of
adverse publicity, loss of credibility with their principal regulators, and loss of Fund
sharsholders.”

These are serious charges. On behalf of myself and Fidelity, | extend an apolegy for this
improper behavior. In addition, although there was an absence of proof of diminished execution
quality, there is no question that the Funds were pul at potential risk, as identified in the
Trustees' report. Therefare, | have agreed that Fidelity should pay a penalty set by the Trustees
for this misbehavior and the company's failure 1o stop it.

Under the terms of the setilement with the Independent Trustees, Fidelity has made
arrangements to pay $42 million plus interest to the Fidelity Mutual Funds based on an
allocation formula to be agreed to with the Independent Trustees. Fidelity also has committed to
make cornparable distributions to institutional and other accounts it advises, and lo pay the cosis
of the Independent Trustees' invesligation. Fidefily has agreed further to continue the enhanced
oversight of its traders and o carry on its work aimed at reducing trading costs as much as
possible consistent wilh overall best execution.

We are continuing to work with the SEC to resolve this matter and are hopefui that our
agreement with the independent Trustees will provide a basis for that resclution.

We believe that under the {eadership of first Marvin L. Mann, then Robert M. Gates and now
Ned C. Lautenbach, the Independent Trustees have reached a reasonable and just resolution of
this issue. We also appreciate the SEC's wisdom in permitting the independent Trustees lo

complete their work in advance of the final resolution with the Commission. EXHIBIT
http://content.members.fidelity. com/Inside_Fidelity/fullStory/1,,7396,00.html . :
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In closing, | again apologize for the misconduct that has occurred. This is not the Fidelity way,
and | assure you thal we have redoubled our efforts to improve all aspects of our business and
to uphold our historical standards of honesty, integrity and ethical behavior.

Sincerely,

Edward C. Johnson 3d

© Copyright 1998-2003 FMR Corp.

T _
d . All rights reserved.
O Fidelity Bens of e

END
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